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David Waddell, Executive Secretary
Tennessee Regulatory Authority
460 James Robertson Parkway
Nashville, TN 37238

Guy M. Hicks
General Counsel

615 214-6301
Fax 615 214-7406

Re: Petition to Convene a Contested Case Proceeding to Establish
“Permanent Prices” for Interconnection and Unbundled Network

Elements
Docket No. 97-01262

Dear Mr. Waddell:

Enclosed are the original and thirteen copies of BellSouth’s Response to
AT&T’s Comments. Copies of the enclosed are being provided to counsel of record

for all parties.

truly yours,

<

uy M. Hicks
GMH:ch
Enclosure
232637

— T T
A \

E o



-t

Voo
.y
|

Ve

BEFORE THE TENNESSEE REGULATORY AUTHORITY

Nashville, Tennessee T AT i 3 19
e
In Re: Contested Cost Proceeding to Establish Final Cost Based-Rates for

Interconnection and Unbundled Network Elements ~~

Docket No. 97-01262

BELLSOUTH'S RESPONSE TO AT&T'S COMMENTS

BellSouth Telecommunications, Inc. (“BellSouth”) respectfully submits this
Response to AT&T’'s Comments Concerning BellSouth’'s June 9, 2000 Cost
Studies. AT&T limited the scope of its comments to the issue of the appropriate

non-recurring costs associated with loop-transport combinations. This response is

limited to the same issue.’

DISCUSSION

In its June 9, 2000 Filing, BellSouth identified the one-time work activities
that are typically associated with installing or disconnecting combinations of the
loop and interoffice transport unbundled network elements. For these work
activities, BellSouth defined work functions, established work flows, and

determined work times. Thereafter, BellSouth developed directly assigned labor

' Attachment “A” to AT&T's Comments includes proposed recurring and

nonrecurring rates for elements other than loop-transport combinations.  This response
does not address the other elements, but BeliSouth’s failure to address the other elements
listed on Attachment “A” should not be construed as its agreement with those proposed
rates. The other elements, which are not addressed at all in AT&T's Comments, have
been previously addressed by BellSouth.



costs and accumulated work function costs to determine the total nonrecurring
costs for those elements, using the methodology consistent with adjustments
identified by the Authority in its earlier rulings in this docket. In identifying the
work functions associated with the provision of loop-transport combinations,
BellSouth considered the basic work activities that are required to deliver those
combinations as well as any additional manual processing that BellSouth must
perform when electronic orders “fall out” of the system.

In its Comments, AT&T proposes substantial reductions to the non-recurring
rates BellSouth has proposed. These reductions are the product of AT&T's claimed
removal of “all non-recurring costs that have no justification in a forward-looking
network architecture and efficient provisioning process.” Comments, p. 2. While
the sweeping reference to “all non-recurring costs” undoubtedly includes other
modifications to BellSouth’s studies, AT&T identifies only two specific changes.
First, AT&T eliminated all costs related to BellSouth’s Local Customer Service
Center (“LCSC”) and UNE Center (“UNEC”)/Access Customer Advocate Center
(“ACAC"). Second, AT&T assumed that only ten percent of the orders for loop-
transport combinations would require manual work, while BellSouth’s studies
assumed that all such orders would involve manual work. Neither of AT&T's
specific adjustments is appropriate.

The proposed elimination of the LCSC and UNEC/ACAC work groups is

based on AT&T’'s contention that (1) such work groups are “completely



unnecessary” and (2) similar groups do not support BellSouth’s retail operations.
See Comments, p. 2. {describing the LCSC and UNEC/ACAC as “intermediary work
groups which are not intended for efficient operations.”). AT&T’s position on this
issue is identical to testimony it sponsored in a recent cost proceeding before the
Florida Public Service Commission. See Pre-filed Rebuttal Testimony of Jeffrey
King (Sept. 12, 2000) FPSC Docket No. 990649-TP, at p. 11 (describing the LCSC
and UNEC/ACAC as “intermediary work groups which are not intended for efficient
operations.”}). On cross-examination in that docket, AT&T's witness, Mr. King
conceded that the coordinated cut-over process for unbundled loops which AT&T
has proposed be included in the new AT&T-BellSouth interconnection agreement
involves the UNEC. Hearing Transcript, FPSC Docket No. 990649-TP at p. 2430
(Excerpt attached as Exhibit 1). Therefore, AT&T is asking the state commissions
to order BellSouth to coordinate cutovers using the UNEC, and at the same time
seeking to have that work function eliminated from the cost studies. Given its
insistence that BellSouth’s UNEC perform functions under the interconnection
agreement, AT&T cannot legitimately describe the UNEC as “completely
unnecessary.”

AT&T’s contention that “BellSouth’s own retail operations do not incur”
costs associated with these work centers misses the mark. In the retail
environment, BellSouth has a business office that corresponds to the LCSC and an

ACAC for Access customers. The LCSC and the ACAC are integral centers



involved in the provisioning of UNEs and UNE combinations and the cost of
operating these centers must be reflected in developing forward-looking costs. The
UNE Center performs functions critical to the provisioning process and it provides
the same functionality to CLPs that the Access Carrier Advocacy Center (ACAC)
provides to Interexchange Carriers. These functions include coordination activities,
such as tracking the status of orders and escalating and handling orders in
jeopardy.

AT&T appears to believe that the provisioning practices for UNEs must
perfectly align themselves with the provisioning practices for retail services. In
other words, AT&T appears to argue that, if a cost to provide a UNE exists, but
there is no comparable counterpart in the retail environment, then that cost should
be eliminated from BellSouth’s cost study. But AT&T ignores that BellSouth,
acting as a wholesale provider of network elements, must also have work
processes in place to ensure that CLECs, including AT&T, obtain services in a
manner consistent with the Telecommunications Act of 1996. The nonrecurring
costs identified in BellSouth’s cost studies reflect costs BellSouth will incur in
provisioning UNEs in Tennessee. Thus, BellSouth is justified in being compensated
for these costs.

Another adjustment proposed by AT&T is the assumption that only ten
percent of the orders for loop-transport combinations will require manual work.

This issue is not simply the fall-out from electronic systems. Rather, the significant



difference of opinion between AT&T and BellSouth is whether electronic systems
available today will eliminate the need for any human intervention in the ordering
and provisioning process. Not surprisingly, AT&T offers absolutely no evidence to
contradict BellSouth’s assumption on this issue. Moreover, the only allowance
which AT&T is willing to make for manual intervention is a ten percent fall-out rate.
This ten percent figure was also the subject of Mr. King’s recent testimony in
Florida. At the hearing, he admitted that he had no “factual basis to say that 10
percent is the right number.” Hearing Transcript, FPSC Docket No. 990649-TP, at
p. 2421 (See Exhibit 1).

Finally, AT&T states that it has made some undefined adjustments to the
work times BellSouth proposes. Nowhere in its comments does AT&T specifically
identify the work times it has adjusted much less provide support for its
adjustments. On that basis alone the Authority should reject AT&T’s proposed
non-recurring rates. Indeed, with no quantification of the adjusted work times, the
Authority cannot evaluate the impact these supposed “adjustments” have on
AT&T’s proposed non-recurring rates.

AT&T has presented no credible basis for adjusting BellSouth’s proposed

non-recurring rates. At best, AT&T has offered thinly-supported arguments and



sweeping conclusions in an attempt to discredit BellSouth’s detailed cost studies.
The Authority should reject AT&T's proposed rates.
Respectfully submitted,

BellSauth Telecommunications, Inc.

— T~

Guy-M. Hicks —
333 Commerce Street, Suite 2101
Nashville, TN 37201-3300
615/214-6301

R. Douglas Lackey

Michael Twomey

675 W. Peachtree St., NE., Suite 4300
Atlanta, GA 30375
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uﬁou ths work group; is that correct?

2 A Correct.

3 Q And is it fair to say that in each case you

4 reduced the fallout assumption that BellSouth had in its

S studies for the respective work groups?

6 A In those instances, yes, generally.

7 Q And is it also fair to say that there was no

8 jiquantifiable data ropért or study that you reliad upon to
5 |{support your reduced fallout assumptions rather than those

10 }jjused by BellSouth?

11 A The actual 10 percent, no, I don't have any

12 [{factual basis to say that 10 percent is the right number.
13 |II have a numbexr of -- thers have been documentation of
14 BellSAQ:h'a own retail operations in Georgia, for

is instance, having 97 percent plus flow through capability.
16 [iWe have quotes out of 8BC territory on some of their 088
17 Jjjenhancements where they are targeting 99 percant flow

18 jthrough, which would mesan 1 percent fallout.

19 8o I think that, you know, the way that I take
20 ﬁthin ia, just because something is inefficiant today and

21 |iis driving 50 p-rccné fallout does not make it right.
a2

—
-0

What la& the right fallout? I've besn through a number of
23 jjthese cases, you know, and have plenty more still to come
24 in other jurisdictions, and what I have found is that the

as 2 percent, which I normaliy am a very strong advocate of,

FLORIDA PUBLIC SERVICE COMMISSION
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1 BY MR. ROSS:

2 @ 'Mr. King, I had understood you to say in your

3 response to an earlisr question about the coordination

4 function that the UNE center provides that that

s |lcoordination function really wasn't really necessary. Was
¢ ||that your testimony?

7 A In a forward-loocking cost study; correct.

8 Q If I could ask you to look at Attachmant B to

the petition, which is a matrix of the issuas that AT&T is

10 [larbitrating, and lock at Page 7, Issue 14. This issue is,

11 "what coordinated cut-over procass should be implemented

12 to ensure accurate, rsliable, and timely cut-cvers when a

13 customer changes local ssrvice from BellSouth to ATLT.®

14 Is that corrsct?

1s A Yesn.

16 Q And the coordinated cut-cver process that AT&T

17 ||has proposed involves the UNE centex; is that correct?

18 A Yes.

19 Q Are you aware of the spacific procedures that
20 |AT&T has proposed that this Commission adopt for purposes
21 Jjof the interconncctién agreemant between Balliouth and
22 [||AT&T in the state of Florida on a going-forward basis?

23 A I am not perscnally handling this particular

24 issue as part of my workload. I am someawhat aware of the

25 [lcut-ovar process, and I do not disagree that in the

PLORIDA PUBLIC SERVICE COMMISS8ION
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Dana Shaffer, Esquire
NEXTLINK

105 Malloy Street, #300
Nashville, TN 37201

Erick Soriano

Kelley, Drye & Warren
1200 19th St., NW, #500
Washington, DC 20036

James Wright, Esq.

United Telephone - Southeast
14111 Capitol Blvd.

Wake Forest, NC 27587

Jon Hastings, Esquire
Boult, Cummings, et al.
414 Union St., #1600
Nashville, TN 37219

Val Sanford, Esquire

Gullett, Sanford, Robinson & Martin
230 Fourth Ave., N., 3d Fl.
Nashville, TN 37219-8888

Vincent Williams, Esquire
Office of the Attorney General
Consumer Advocate Division
426 Fifth Ave., N., 2nd Fl.
Nashville, TN 37243-0500
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